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SUBJECT: KRSKO PROJECT: YUGOSLAVAJ.S. EXCHANGE IN IAEA BOARD OF 
GOVERNORS 

1. DURING IAEA BOARD CONSIDERATION OF AGENDA 
ITEM ON SAFEGUARDS AFTERNOON OF 2/23, YUGOSLAV 
GOVERNOR (OSREDKAR) INTERVENED UNDER INSTRUC- 
TIONS TO DELIVER PREPARED STATEMENT TEXT OF 
WHICH FOLLOWS: 

QUOTE 

1 WOULD LIKE TO INFORM THE AGENCY ON BEHLAE OE MY GOVERNMENT ABOUT 
THE SITUATION RELATING TO THE POWER STATION OF 600 MWE BEING CONST- 
RUCTED IN YUGOSLAVIA BY A U.S. COMPANY UNDER A TRILATERL ARRANGEMENT 
BETWEEN THE GOVERNMENTS OF THE UNITED STATES AND YUGOSLAVIA AND 
THE IAEA THE CONSTRUCTION HAS BEEN UNDERWAY FOR SOME TIME AND IN 
APRIL 1975 THE EXPORT LICENCE FOR ITEMS TO BE SUPPLIED WAS REQUEST- 
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ED FROM THE U.S. GOVERNMENT. IN DECEMBER 1975 AS WELL, THE AGENCY, 

IN CCRDANCE WITH THE PROJECT AGREEMENT 

REQUESTED THE EXPORT LICENSE FROM THE U.S. GOVERNMENT. BY THE MIDDLE 
OF 1976, BECAUSE THE EXPORT LICENSE HAD NOT YET BEEN ISSUED, THE 
FIRST DELAYS AROSE IN SHIPMENTS OE EQUIPMENT AND NEW STEPS WERE 
MADE DIRECTLY AS WELL THROUGH THE AGENCY TO URGE THE ISSUE OF THE 
LICENSE. IT WAS HOWEVER, NOT SECURED, ON THE CONTRARY, THE U.S. 
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GOVERNMENT PUT EORWARD ADDITIONAL OBLIGATIONS AT THE BEGINNING OE 
DECEMBER 1976 TO THE GOVERNMENT OE YUGOSLAVIA AS A PRECONDITION EOR 
ISSUING THE LICENSE WHICH, AS COMMUNICATED, WOULD BE ISSUED 
EXPEDITIOUSLY PROVIDED THE YUGOSLAV GOVERNMENT ACCEPTED THE 
U.S. PROPOSAL. 

IN ITS MOST RECENT COMMUNICATION, THE U.S. GOVERNMENT HAS INFORMED 
THE YUGOSLAV GOVERNMENT ABOUT THE REVIEW OF THE U.S. NUCLEAR POLICY 
TO BE COMPLETED IN THE NEXT EEW WEEKS ALTER WHICH TALKS ARE PROPOS- 
ED AIMED AT REACHING AN UNDERSTANDING ON SAFEGUARDS EOR THE 
KRSKO POWER REACTOR, WHILE PREOIMINARY DISCUSSIONS WILL BE HELD 
EVEN BEEORE THE REVIEW IS COMPLETED. 

THE YUGOSLAV GOVERNMENT, HAVING RATIEIED THE TREATY ON THE NON- 
PROLIEERATIN OE NUCLEAR WEAPONS, AND HAVING GRANTED IN THE 
SAFEGUARDS AGREEMENT WITH THE IAEA SPECIAL GUARANTEES IN REGARD TO 
THE NUCLEAR POWER PLANT UNDER CONSTRUCTION UNDERTOOK ON MULTI- 
LATERAL AND TRILATERAL BASES, THE OBLIGATIONS WHICH IT HAS BEEN 
ADHERING TO AND FULFILLING STRICTLY. 

CONSEQUENTLY, THE GOVERNMENT OE YUGOSLAVIA CONSIDERS THAT THE 
U.S. GOVERNMENT AS THE CONTRACTING PARTY IS OBLIGED TO CARRY OUT ALL 
OBLIGATIONS UNDERTAKEN, WITHOUT PUTTING FORWARD NEW CONDITIONS AND 
REQUESTS, AND HAS INFORMED THE U.S. GOVERNMENT ACCORDINGLY. 

SINCE ALL NON-COMMERCIAL ARRANGEMENTS WERE MADE TRILATERALLY WITH 
THE AGENCY ACCORDING TO ITS ROLE AS THE THIRD PARTY THE YUGOSLAV 
GOVERNMENT CONSIDERS IT APPROPRIATE TO INEORM THE AGENCY AS WELL. 
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WE ARE CONFIDENT THAT FURTHER COMMUNICATIONS 

BETWEEN THE PARTIES CONCERNED WILL ELIMINATE THE REASONS EOR TWO 
WORRYING QUESTIONS WHICH MIGHT ARISE IN THIS REGARD: 

FIRSTLY, WHO IS TO BEAR THE ADDITIONAL AND VERY SIGNIEICANT ADDITIONA 
L 

COSTS DUE TO DELAYS IN THE CONSTRUCTION AND THE CONSEQUENT DROP OUT 
IN ELECTRICITY PRODUCTION; 


SECONDLY, WHAT IS TO BE THE BASIS EOR INTERNATIONAL MUTUAL TRUST 
AND COOPERATION IE INTERNATIONAL CONTRACTS AND AGREEMENTS SHOULD 
NOT BE OBSERVED" 

UNQUOTE 

2. U.S. GOVERNOR (TAPE) REPLIED WITH BRIBE STATEMENT 
NOTING THAT ISSUES INVOLVED WERE OE BILATERAL 
NATURE, NOTWITHSTANDING EACT THAT AGENCY WAS 
PARTY TO SUPPLY AGREEMENT AND THAT AS NOTED IN 
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LETTER EROM DEPUTY SECRETARY-DESIGNATE CHRISTOPHER 
TO VICE PRESIDENT MINIC, MATTER WAS RECEIVING ATTENTION AT HIGHEST 
LEVELS IN USG AS WAS ENTIRE SUBJECT OF U.S. NON-PROLIFERATION POLICY 
AS IT RELATED TO EXPORTS. PRELIMINARY BILATERAL 
DISCUSSION NOTED BY OSREDKAR, WERE TO BEGIN 


IN BELGARDE 2/24 WHICH WE HOPED WOULD HELP 
MOVE MATTERS FORWARD. U.S. FULLY UNDERSTOOD 
YUGOSLAV CONCERNS AND WAS CONFIDENT MATTER 
COULD BE RESOLVED TO MUTUAL SATISFACTION 
OF TWO GOVERNMENTS FOLLOWING CONTINUING DISCUSSIONS 
AND OVERALL U.S. REVIEW OF ITS NUCLEAR EXPORT 
POLICY. TAPE 
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